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SUB J : GOP LIFTS 70,000 SOL LIMIT ON SALARIES IN PUBLIC 
ENTERPRISES 

REF: LIMA 524, LIMA 3472 

1 . BY DECREE LAW 21471 GOP CABINET ON APRIL 20 REMOVED 
MAXIMUM SALARY LIMIT OF 70,000 SOLES (APPROXIMATELY $1,550) 
ESTABLISHED BY DECREE LAW 21394 IN IANUARY FOR PUBLIC SECTOR 
AND PRIVATE ENTERPRISES WITH MAIORITY STATE PARTICIPATION 
(LIMA 524). LATEST DECREE LAW DOES NOT REFER TO PRIVATE 
ENTERPRISES WITHOUT STATE PARTICIPATION. WHICH HAVE BEEN ABLE 
TO PAY HIGHER SALARIES, BUT, IN ACCORDANCE WITH DECREE LAW 
21394, CANNOT TREAT AMOUNTS IN EXCESS OF 70,000 SOLES AS 
TAX-DEDUCTIBLE BUSINESS COSTS. 

2. DECREE LAW STIPULATES CONDITIONS UNDER WHICH HIGHER 
SALARIES ARE PERMISSIBLE. THESE ARE: 

A. PERSONNEL MUST BE HIGHLY SPECIALIZED, TAKING 

INTO CONSIDERATION THE LEVEL OF EDUCATION AND EXPERIENCE 
REQUIRED TO PERFORM DUTIES; 

B. THERE MUST BE A SHORTAGE OF PERSONNEL WITH THE 
SPECIFIC TRAINING IN QUESTION; 
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C. THE EMPLOYMENT MARKET FOR THE SPECIFIC SKILL MUST 
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BE HIGHLY MOBILE; 

D. THERE MUST BE AN ESSENTIAL NEED FOR THE PARTICULAR 
POSITION IN THE ACTIVITIES OF THE ENTERPRISE. ENTITIES 
WISHING TO PAY HIGHER SALARIES WILL HAVE TO OBTAIN LABOR 
MINISTRY CERTIFICATION THAT THE SKILL IN QUESTION MEETS 
CONDITIONS B AND C. IN THE CASE OF PRIVATE FIRMS WITH 
MAJORITY GOVERNMENT PARTICIPATION, 

PRIOR AUTHORIZATION FROM THE MINISTRY OF THE CONCERNED 
SECTOR WILL ALSO BE REQUIRED. 

3. PUBLIC JUSTIFICATION FOR THE NEW DECREE LAW IS CON- 
TAINED IN PREAMBULAR PARAGRAPHS WHICH STATE THAT IT IS 
NECESSARY TO INCREASE THE EFFECTIVENESS (RACIONALIZAR) 

OF THE GOP'S POLICY ON HIGH-LEVEL SALARIES IN THE PUBLIC 
AND NON-PUBLIC SECTORS, TO SAFEGUARD THE STATE'S INTERESTS, 

AND TO GUARANTEE THE DEVELOPMENT OF THE ENTERPRISES 
WHICH HAVE GOVERNMENT INVOLVEMENT. 

4. COMMENT: (A) NEW DECREE LAW OR SIMILAR PROVISIONS WERE 
TO BE EXPECTED IN VIEW OF DIFFICULTIES MINISTRIES, GOVERNMENT 
ENTERPRISES, AND FIRMS WITH GOVERNMENT PARTICIPATION HAVE 
BEEN EXPERIENCING IN RETAINING QUALIFIED PEOPLE SINCE 
PROMULGATION OF 70,000 SOL LIMIT. WE HAD ALREADY HEARD STORIES 
OF EXODUS OF TECHNICIANS AND MANAGERIAL LEVEL PERSONNEL FROM 
GOVERNMENT SERVICE RESULTING FROM THE CEILING. ENTERPRISES 
SUCH AS CENTROMIN AND MINEROPERU WOULD HAVE BEEN PARTICULARLY 
HARD HIT BY LOSS OF SUCH PERSONNEL. WHILE THERE ARE NO 

FIGURES TO VERIFY REPORTED EXODUS, THE GOVERNMENT S 
CONCERN WAS OBVIOUSLY SERIOUS ENOUGH TO RESULT IN 
THE LATEST DECREE LAW, WHICH WILL AMELIORATE THE EFFECT 
OF THE ORIGINAL RESTRICTION. DEGREE OF RELAXATION OF 
CEILING WILL DEPEND UPON RIGIDITY OF INTERPRETATION OF 
CONDITIONS MENTIONED PARA 2 ABOVE. THIS ELEMENT, 

OF COURSE, INCREASES OPPORTUNITY FOR BUREAUCRATIC 
MEDDLING IN APPLYING NEW DECREE. 

(B) WHETHER A HOLE WILL BE PUNCTURED IN THE CEILING 
OVER SALARIES IN THE PURELY PRIVATE SECTOR REMAINS TO 
BE SEEN. THE PROBLEM THERE WAS NOT AS ACUTE, SINCE THE 
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LIMIT WAS NOT MANDATORY. MOREOVER, BECAUSE OF THE HIGH 
DEMAND IN PERU FOR WELL-TRAINED AND/OR EXPERIENCED 
MANAGERIAL AND TECHNICAL LEVEL PERSONNEL, MANY OF THESE 
PEOPLE EITHER ALREADY WERE RECEIVING SALARIES FROM MORE 
THAN ONE FIRM OR COULD FIND EMPLOYMENT WITH ADDITIONAL 
COMPANIES TO BOLSTER THEIR INCOME. NEVERTHELESS, THE 
PRIVATE BUSINESS COMMUNITY HAD HOPED THAT THE TAX 
DEDUCTIBILITY FOR SALARIES ABOVE 70,000 SOLES WOULD BE 
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RESTORED. PRELIMINARY PRIVATE BUSINESS REACTION HAS 
REFLECTED DISAPPOINTMENT THAT THIS WAS NOT THE CASE. WE 
WILL BE DISCUSSING FURTHER THE PRACTICAL IMPLICATIONS 
OF THIS NEW DECREE WITH REPRESENTATIVES FROM THE GOVERN- 
MENT AND THE PRIVATE SECTOR AND WILL REPORT ACCORDINGLY. 

(C) WHILE REVISION OF THE SALARY CELING HAD BEEN CON- 
SIDERED ONE OF SPECIFIC ACTIONS FOLLOWING PRESIDENT 
MORALES BERMUDEZ’ MARCH 31 SPEECH WHICH WOULD BE SIGN OF MORE 
MODERATE REVOLUTIONARY COURSE (LIMA 3472), THIS INTER- 
PRETATION OF DECREE LAW IS WEAKENED BY OMISSION OF 
PRIVATE SECTOR. IT WILL BE INTERESTING TO SEE IN COMING 
WEEKS WHETHER PRIVATE SECTOR'S CONCERNS WILL BE 
ADDRESSED THROUGH FURTHER MODIFICATION OF THE CEILING. 

DEAN 
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